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SUBJ: NORTHWEST DISCUSSES ITS PROBLEMS WITH GENERAL DURAN 

1. BEGIN SUMMARY: MINNATRES SEMBLANTES HAS RELEASED A 
DGH REPORT SUPPORTING INDUSTRILIIZATION OP THE GAS PROM 
THE GULF OF GUAYAQUIL (RATHER THAN MERELY MARKETING IT), 

BUT NORTHWEST'S PROPOSAL TO MARKET GAS TO GUAYAQUIL HAS 
NOT YET BEEN REJECTED BY THE GOE. NORTHWEST HAS DISCUSSED 
WITH GENERAL DURAN THE DELAY IN A GOE RESPONSE TO THAT 
PROPOSAL, AND WILL MEET AGAIN WITH DURAN AND OTHER GOE 
OPFICIALS SEVERAL WEEKS HENCE. NORTHWEST IS ALSO ASKING 
THE GOE POR A SUSPENSION OP ITS EXPLORATION PERIOD. END 
SUMMARY. 

2. MINISTER OP NATURAL RESOURCES JAIME SEMBLANTES RELEASED 
MAY 12 A REPORT PROM THE DIRECTORATE GENERAL OP GYDRO- 
CARBONS RECOMMENDING THE CONSTRUCTION OP AN AMMONIA/UREA 
COMPLEX USING GAS PROM THE GULP OP GUAYAQUIL. THE REPORT 
ASSERTED THAT THE RESULTANT LOCAL SUPPLY OP FERTILIZER 
INPUTS COULD INCREASE ECUADOREAN AGRICULTURAL EXPORTS BY 
$300 MILLION AND GOE REVENUES BY $80 MILLION. ALTHOUGH THE 
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MINISTER DID NOT SAY SO DIRECTLY, THE PRESS RELEASE INPERRED 
THAT THIS DGH REPORT PRESAGED THE GOE S REJECTION OF 
NORTHWEST'S PROPOSAL TO SUPPLY GAS TO THE GUAYAQUIL MARKET. 

3. LOCAL NORTHWEST ATTORNEY LUIS SALAZAR TOLD EMBOFP 
MAY 17 THAT THE GOE HAS NOT REJECTED NORTHWEST'S POROOSAL, 

AND THAT THE REPORT WAS ONLY A PRELIMINARY ASSESSMENT 
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PREPARED BY THE DGH WITH SOME COLLABOARATION EROM CEPE. 
SALAZAR ALSO REPORTED THAT HE NAD NORTHWEST V.P. GLENN 
NELLE HAD DISCUSSED WITH GENERAL DURAN AND MINISTER'S 
LATEST REMARKS, AND GENERAL PROBLEMS WITH CEPE. DURAN 
ASKED EOR A WRITTEN REPORT FROM NORTHWEST AND SEEMED TO 
SYMPATHIZE WITH THE, BUT HE STRESSED TO THEM THAT SUBSIDIES 
(I.E., GOE GUARANTEE OF THE PRICE) WERE NOT IN ACCORD WITH 
GOE POLICY. 

3. SALAZAR ALSO POINTED OUT TO EMBOFF A PRONG PAGE ARTICLE IN "EL 
COMERCIO" OF MAY 16 DECRIB ING IN DETAIL NORTHWEST'S PRO- 
POSAL TO SUPPLY GAS TO THE GUAYAQUIL MARKET AND THE SAVINGS 
THUS ACCURING TO ECUADOR. THE ARTICLE QUOTED "PETROLEUM 
SOURCES." SALAZAR SAID THIS ARTICLE MAY INDICATE A CHANGE 

IN THE GOE S ATTITUDE DUE TO NORTHWEST'S INTERVENTION WITH 
GENERAL DURAM. (COMMENT: IT MAY ALSO INDICATE THAT NORTH- 
WEST LEAKED ITS PROPOSAL TO THE PRESS TO EFFECT SUCH A 
CHANGE IN ATTITUDE. THE ARTICLE IS QUITE DETAILED AND 
PERSUASIVELY PRESENTS NORTHWEST'S CASE. END COMMENT.) 

4. NORTHWEST HAS ALSO ASKED FOR A SUSPENSION OF THE 
"EXPLORATION " PHASE, PENDING SOME RESOLUTION REGARDING 
DISPOSAL OF THE GAS. THE GYDROCARBONS LAW PROVIDES FOR 
CANCELLATION OF THE CONTRACT (CADUCITY) IF EXPLORATION IS 
SUSPENDED FOR MORE THAN SIXTY DAYS WITHOUT PRIOR APPROVAL 
OF THE MINISTER OF NATURAL RESOURCES. 

5. NORTHWEST WILL MEET WITHIN A FEW WEEKS WITH GENERAL 
DURAN AND REPRESENTATIVES OF CEPE AND THE DGH TO DISCUSS 
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DISPOSAL OF THE GAS. 

BLOOMFIELD 
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